
129

Ofc. of Asst. Secy., Comm. Planning, Develop., HUD § 570.493

upon by HUD and the states and suffi-
cient to enable HUD to make the deter-
minations described at § 570.493. For
fair housing and equal opportunity pur-
poses, and as applicable, such records
shall include data on the racial, ethnic,
and gender characteristics of persons
who are applicants for, participants in,
or beneficiaries of the program. The
records shall also permit audit of the
states in accordance with 24 CFR part
44.

(b) Unit of general local government’s
record. The State shall establish rec-
ordkeeping requirements for units of
general local government receiving
CDBG funds that are sufficient to fa-
cilitate reviews and audits of such
units of general local government
under §§ 570.492 and 570.493. For fair
housing and equal opportunity pur-
poses, and as applicable, such records
shall include data on the racial, ethnic,
and gender characteristics of persons
who are applicants for, participants in,
or beneficiaries of the program.

(c) Access to records. (1) Representa-
tives of HUD, the Inspector General,
and the General Accounting Office
shall have access to all books, ac-
counts, records, reports, files, and
other papers, or property pertaining to
the administration, receipt and use of
CDBG funds and necessary to facilitate
such reviews and audits.

(2) The State shall provide citizens
with reasonable access to records re-
garding the past use of CDBG funds and
ensure that units of general local gov-
ernment provide citizens with reason-
able access to records regarding the
past use of CDBG funds consistent with
State or local requirements concerning
the privacy of personal records.

(d) Record retention. Records of the
State and units of general local govern-
ment, including supporting documenta-
tion, shall be retained for the greater
of three years from closeout of the
grant to the state, or the period re-
quired by other applicable laws and
regulations as described in § 570.487 and
§ 570.488.

§ 570.491 Performance and evaluation
report.

The annual performance and evalua-
tion report shall be submitted in ac-
cordance with 24 CFR part 91.

(Approved by the Office of Management and
Budget under control number 2506–0117)

[60 FR 1916, Jan. 5, 1995]

§ 570.492 State’s reviews and audits.
(a) The state shall make reviews and

audits including on-site reviews, of
units of general local government as
may be necessary or appropriate to
meet the requirements of section
104(e)(2) of the Act.

(b) In the case of noncompliance with
these requirements, the State shall
take such actions as may be appro-
priate to prevent a continuance of the
deficiency, mitigate any adverse ef-
fects or consequences and prevent a re-
currence. The state shall establish
remedies for units of general local gov-
ernment noncompliance.

§ 570.493 HUD’s reviews and audits.
(a) General. At least on an annual

basis, HUD shall make such reviews
and audits as may be necessary or ap-
propriate to determine:

(1) Whether the state has distributed
CDBG funds to units of general local
government in a timely manner in con-
formance to the method of distribution
described in its action plan under part
91 of this title;

(2) Whether the state has carried out
its certifications in compliance with
the requirements of the Act and this
subpart and other applicable laws; and

(3) Whether the state has made re-
views and audits of the units of general
local government required by § 570.492.

(b) Information considered. In con-
ducting performance reviews and au-
dits, HUD will rely primarily on infor-
mation obtained from the state’s per-
formance report, records maintained
by the state, findings from on-site
monitoring, audit reports, and the sta-
tus of the state’s unexpended grant
funds. HUD may also consider relevant
information on the state’s performance
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gained from other sources, including
litigation, citizens’ comments, and
other information provided by the
state. A State’s failure to maintain
records in accordance with § 570.490
may result in a finding that the State
has failed to meet the applicable re-
quirement to which the record per-
tains.

[57 FR 53397, Nov. 9, 1992, as amended at 61
FR 54922, Oct. 22, 1996]

§ 570.494 Timely distribution of funds
by states.

(a) States are encouraged to adopt
and achieve a goal of obligating and
announcing 95 percent of funds to units
of general local government within 12
months of the state signing its grant
agreement with HUD.

(b) HUD will review each state to de-
termine if the state has distributed
CDBG funds in a timely manner. The
state’s distribution of CDBG funds is
timely if:

(1) All of the state’s annual grant (ex-
cluding state administration) has been
obligated and announced to units of
general local government within 15
months of the state signing its grant
agreement with HUD; and

(2) Recaptured funds and program in-
come received by the state are expedi-
tiously obligated and announced to
units of general local government.

(c) HUD may collect necessary infor-
mation from states to determine
whether CDBG funds have been distrib-
uted in a timely manner.

§ 570.495 Reviews and audits response.
(a) If HUD’s review and audit under

§ 570.493 results in a negative deter-
mination, or if HUD otherwise deter-
mines that a state or unit of general
local government has failed to comply
with any requirement of this subpart,
the state will be given an opportunity
to contest the finding and will be re-
quested to submit a plan for corrective
action. If the state is unsuccessful in
contesting the validity of the finding
to the satisfaction of HUD, or if the
state’s plan for corrective action is not
satisfactory to HUD, HUD may take
one or more of the following actions to
prevent a continuation of the defi-
ciency; mitigate, to the extent pos-
sible, the adverse effects or con-

sequence of the deficiency; or prevent a
recurrence of the deficiency:

(1) Issue a letter of warning that ad-
vises the State of the deficiency and
puts the state on notice that additional
action will be taken if the deficiency is
not corrected or is repeated;

(2) Advise the state that additional
information or assurances will be re-
quired before acceptance of one or
more of the certifications required for
the succeeding year grant;

(3) Advise the state to suspend or ter-
minate disbursement of funds for a de-
ficient activity or grant;

(4) Advise the state to reimburse its
grant in any amounts improperly ex-
pended;

(5) Change the method of payment to
the state from an advance basis to a re-
imbursement basis;

(6) Based on the state’s current fail-
ure to comply with a requirement of
this subpart which will affect the use
of the succeeding year grant, condition
the use of the succeeding fiscal years
grant funds upon appropriate correc-
tive action by the state. When the use
of funds is conditioned, HUD shall
specify the reasons for the conditions
and the actions necessary to satisfy
the conditions.

(b)(1) Whenever HUD determines that
a state or unit of general local govern-
ment which is a recipient of CDBG
funds has failed to comply with section
109 of the Act (nondiscrimination re-
quirements), HUD shall notify the gov-
ernor of the State or chief executive of-
ficer of the unit of general local gov-
ernment of the noncompliance and
shall request the governor or the chief
executive officer to secure compliance.
If within a reasonable time, not to ex-
ceed sixty days, the governor or chief
executive officer fails or refuses to se-
cure compliance, HUD may take the
following action:

(i) Refer the matter to the Attorney
General with a recommendation that
an appropriate civil action be insti-
tuted;

(ii) Exercise the powers and functions
provided by title VI of the Civil Rights
Act of 1964 (42 U.S.C. 2000d–2000d–7);

(iii) Exercise the powers and func-
tions provided for in § 570.496; or

(iv) Take such other action as may be
provided by law.


